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the fact that he had four stock trades. So I would be content 
to leave the matter there. 

But I think, your Honor, that by incorporation into the 
complaint, you can see what the nature of this inference is. If 

I show you one exhibit that we submitted with our papers -- and 
that, your Honor, is Exhibit F. This is a portion of Exhibit F 
which we submitted with our papers in order to give you an idea 
about what was really going on with Mr, Raines' stock sales 
during this period. 

This is form 4 -- this is form 4 that is filed with the 
Securities and Exchange Commission when there is a sale of stock 
by an executive . And this indicates , consistent with the 
allegations of the complaint, that on January 23, 2004, 
Mr . Raines , quote, sold, close quote, 24 , 874 shares of 
Fannie Mae stock . Now, the Plaintiffs say that sale is enough 
to convince you that Mr. Raines was selling stock because he 
knew the value of Fannie Mae stock was going to drop and he knew 
there was a fraud going on. But -- this is the document they 
prepared the complaint from, by the way. Let's look at what the 
document says . 

The document says that, in fact, on the very same day, 
Mr. Raines, as part of his compensation, was awarded 13 9,155 
shares of stock. And is this, quote, sale, close quote, sale of 
stock really a sale of stock? No, your Honor. You can tell 
that because there was a code that tells you what's going on in 
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Page 50 
connection with these awards of stock. And that code is code F. 

And I will show you what code F means. This is all part of 

Exhibit F, by the way, to our papers. 

Code F tells you that a sale that appears as the sale 
does on this document is , in fact , a payment of exercise or tax 
liability by delivering or withholding securities incident to 
the receipt, exercise or vesting of a security issued in 
accordance with rule 16(b) (3) . What does that mean? As the 
Court knows, it's the law in America when you get income, you 
have to pay taxes. Mr. Raines was awarded a substantial amount 
of stock . As part of that award in order to pay the taxes he 
was obligated to pay, a portion of the stock was sold and paid 
to the IRS. 

That's what this sale is. Now, if you can conclude 



from that , your Honor, that Mr . Raines was participating m a 
fraud, then you will agree with the Plaintiffs, But that is the 
type of circumstance that the Court , in Judge Green ' s opinion, 
wanted to Plaintiffs to allege so that it could evaluate whether 

or not there really was something suspicious. 

I have done this with regard to one of the sales, but I 
will warrant to the Court that you can do this with all four of 
the sales identified in paragraph 168. 

So that ' s category 1 , stock trades . I submit that 
there is nothing in that that would give rise to an inference 
that Mr. Raines was dumping stock in order to -- evidencing that 
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